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Since  March  1993,  when  the  first  Budget  Roundtable 
was  held,  the  change  in  our  province  has  been 
dramatic.  We  followed  the  advice  we  got,  took  fast  and 
deliberate  action  on  the  deficit.  We  outlined  a  four  year 
plan  to  balance  the  budget  and  backed  it  up  with  the 
Deficit  Elimination  Act.  We  developed  business  plans 
for  government  and  for  every  government  department. 
We  downsized  and  restructured  government.  We're  in 
the  process  of  restructuring  the  health  system  and 
major  changes  are  being  made  in  education. 

Some  Albertans  might  say,  "Stop!  That's  enough 
change!"  I  hear  people  say,  when  will  things  get  back 
to  normal,  back  to  a  slower,  more  reasonable  pace?  Well,  as  I've  said  before, 
normal  doesn't  live  in  Alberta  anymore. 

In  its  place,  we  have  a  dynamic  province  where  people  are  sa5ang,  if  the  old 
ways  of  doing  things  don't  produce  the  results  we  want,  let's  change  them. 
We're  not  prepared  to  give  up  all  our  traditions  but  if  they  don't  work  for  the 
future  of  our  province,  let's  find  a  better  way. 

That's  exactly  what  we're  looking  for  with  this  budget  roundtable.  New  ideas 
...  new  approaches  ...  discussing  our  vision  for  Alberta  ...  measuring  results  ... 
and  addressing  the  next  big  challenge  ahead  -  dealing  with  the  debt. 

The  ideas  discussed  at  this  roundtable  will  take  us  "Beyond  the  Bottom  Line." 
We're  not  out  of  the  woods  yet  on  balancing  the  budget  but  we're  well  on  the 
way.  Now  it's  time  to  broaden  the  agenda  and  to  set  our  sights  on  the  future, 
knowing  that  we're  getting  our  financial  house  in  order. 

In  his  latest  book,  Peter  Drucker  says,  "surely  this  is  the  time  to  make  the 
future."  I  agree.  That's  our  challenge.  To  make  a  new  future  for  Alberta. 
Let's  get  on  with  the  job. 


lim  Dinning 
Provincial  Treasurer 


Welcome  to  Beyond  the  Bottom  Line  -  a  second  budget 
roundtable  to  discuss  Alberta's  future. 

As  this  workbook  reports,  Alberta  has  made  good 
progress  on  the  financial  side  -  reducing  spending, 
streamlining  government  and  getting  rid  of  waste  and 
duplication.  That's  good  news  for  Albertans,  but  it's  not 
enough.  As  many  people  have  said,  there's  more  to 
government  than  balancing  the  books. 

At  this  roundtable  session,  we  want  to  stretch  our  sights. 
We'll  begin  by  taking  stock  of  the  changes  that  have 
happened  since  March  1993  on  the  financial  side  and 
also  across  government.  We  want  you  to  tell  us  what  you  think.  You're  the 
customer,  how  would  you  rate  the  performance  of  government  on  fighting  the 
deficit,  restructuring  the  health  system  or  creating  a  positive  economic 
environment?  What  impact  have  the  major  changes  in  our  province  had  on  you, 
your  family  and  your  community? 

Then  we  take  a  big  leap  ahead.  Instead  of  looking  back,  we  shift  gears  to  look 
ahead  to  the  future.  What  kind  of  future  do  we  want  for  Alberta?  What's  your 
vision  for  this  province?  Once  we've  looked  at  our  vision  for  Alberta,  we'll  review 
government's  business  plan.  Look  at  the  five  core  businesses,  the  goals  and 
results  they  expect  to  achieve  and  ask,  are  those  the  goals  we  want?  Will  they 
move  us  closer  to  our  vision  for  the  future? 

The  third  step  is  to  look  at  measuring  results.  This  is  a  fairly  new  business  for 
government  but  it's  an  essential  one.  Your  job  will  be  to  come  up  with  the  key 
measures  -  the  important  pieces  of  information  you'd  like  to  see  in  order  to 
judge  whether  government  is  achieving  the  results  you  expect  for  the  dollars 
they  spend. 

And  finally,  we'll  get  back  to  the  bottom  line.  Look  at  these  tough  financial 
questions:  once  we  balance  the  budget,  how  do  we  keep  it  that  way,  what  do  we 
do  with  the  debt  and  what  role  should  the  Heritage  Fund  play? 

That's  the  program.  It's  a  full  agenda  with  some  difficult  issues.  But  that's 
what  we're  here  for. 

We  invite  you  to  delve  into  this  workbook.  Read  it  before  the  roundtable  session 
and  come  prepared  to  listen  to  and  debate  some  critical  issues.  We've  shown 
before  that  these  round  tables  make  a  difference  to  the  province,  and  this  is  your 
chance  to  make  a  difference  once  again. 

Norman  Wagner  Ralph  Young 

Co-chair  Co-chair 
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Al  and  Berta  .  .  .  the  Story  continues 


It's  been  almost  18  months 
since  we  first  met  Al  and  Berta. 
Their  stoiy  set  the  stage  for 
Alberta's  first  budget 
roundtable  -  Right  on  the 
Money.  Theirs  was  a  dream  life 
that  turned  to  a  nightmare  of 
debt,  mounting  bills,  and 
worries  for  their  future  and 
their  children's.  It's  a  story 
that  closely  parallels  the 
financial  plight  of  Alberta. 

Al  worked  in  the  oil 
business  but  his  company 
faced  bankruptcy  and  he  was 
forced  to  take  a  cut  in  pay. 
Berta's  job  wasn't  very  secure. 

They  faced  new  realities, 
tough  choices,  a  burden  of 
financial  commitments  and 
expectations  that  exceeded 
their  pocketbook. 

Al  and  Berta  put  together  a 
financial  plan  to  get  their  lives 
back  on  track.  But  having  a 
plan  was  only  the  first  step. 
They  cut  their  club 
memberships  and  costly 
vacations,  but  those  were  easy 
decisions  -  decisions  that  saved 
a  bit  of  money  but  far  from 
enough  to  solve  their  basic 
problems. 

So  what's  happened  since 
then?  Big  changes,  and  not  all 
happy  ones. 

On  the  financial  side, 
things  are  looking  better.  After 
hours  of  agonizing  debates,  Al 
and  Berta  finally  decided  to  sell 
their  big  house  in  the  suburbs. 
It  was  a  painful  decision.  But, 
the  simple  fact  was  they 
couldn't  afford  it. 

They  got  a  good  price  for 
the  house,  used  some  money  to 
buy  a  modest,  reasonably- 
priced  condominium  and  put 
the  rest  to  work  paying  off  their 


debts.  It's  been  six  months 
since  they  moved  and,  while  it's 
too  early  to  tell,  Al  and  Berta 
have  come  to  like  the  new 
lifestyle. 

Tilings  are  looking  up  for 
Al's  job.  With  improvements  in 
the  oil  business,  his  job  is  more 
secure,  at  least  for  now.  His 
salary  has  gone  up  a  bit,  he's 
busier  than  ever,  and  he's 
feeling  more  optimistic  about 
the  future.  At  the  same  time, 
he's  been  burned  before  and 
he's  not  ready  to  plan  much 
beyond  the  next  few  months. 

Berta  lost  her  job.  After 
several  weeks  of  searching,  she 
decided  to  take  control  of  the 
situation  herself.  Along  with 
two  former  co-workers,  she 
started  her  own  small  business 
and,  although  it's  touch  and  go 
from  week  to  week,  so  far, 
they're  managing  to  survive. 

With  all  these  changes,  gone 
are  the  things  Al  and  Berta  took 
for  granted.  In  their  place  is  a 
much  simpler  and  more 
affordable  lifestyle  but  also 
constant  worry  about  whether 
they'll  be  able  to  make  it.  Every 
thing  they  do,  every  choice  they 
make,  has  to  keep  in  mind  the 
bottom  line:  can  we  afford  it? 

Al  and  Berta  are  determined 
not  to  get  back  into  a  financial 
mess.  But  now  they're  thinking 
about  the  longer  term.  Is  this 
the  kind  of  lifestyle  they  want 
for  the  future?  Where  do  they 
want  to  be  five  years  from  now? 
Should  they  try  to  pay  off  their 
remaining  debts  more  quickly, 
even  if  this  means  they'll  have 
to  live  on  less  money?  Berta 
knows  she  should  invest  more 
money  in  equipment  for  her 
business.  Should  she  borrow 


the  money,  use  some  of  the 
RRSP  money  she's  managed  to 
scrape  together,  or  should  she 
just  wait  even  though  it  may 
cost  her  business? 

Once  again,  the  story  of  Al 
and  Berta  parallels  the  story  of 
Alberta. 

We've  made  good  progress 
on  the  financial  side.  Tough 
decisions  have  been  made. 
Spending  has  been  cut 
dramatically.  Latest  reports 
show  that  the  deficit  for  this 
year  could  be  down  to  just  over 
$1.3  billion.  That's  a  dramatic 
change  from  the  $3.4  billion 
deficit  we  faced  just  18  months 
ago. 

Albertans  understand  the 
need  to  balance  the  budget. 
But  they  also  know  that  there's 
more  to  life  than  balanced 
budgets.  They  want  to  know 
that  the  decisions  made  now 
aren't  going  to  compromise  our 
basic  values  and  the  things  that 
are  important.  It's  time  to  re- 
examine our  vision  ...  to  look 
at  where  we  want  to  be  in  the 
future  and  how  we're  going  to 
get  there.  And  to  make  sure 
that  our  dreams  match  our 
financial  realities. 

Like  Al  and  Berta,  it's  time 
to  start  looking  beyond  the 
bottom  line.  With  a  balanced 
budget  in  sight,  how  do  we  plan 
for  a  better  future  for  the 
province,  how  do  we  measure 
our  progress,  how  do  we  keep 
the  budget  balanced  so  we  don't 
get  back  into  a  financial  mess, 
and  what  do  we  do  about 
Alberta's  debt. 

That's  what  this  roundtable 
is  about  -  looking  Beyond  the 
Bottom  Line. 


Taking  Stock 
What's  Happened  Since  March  1993? 


Before  we  leap  beyond  the  bottom  line,  let's  take  stock  of 
what's  happened  since  the  first  budget  roundtable. 

To  say  "a  lot  has  happened"  is  an  understatement!  As  one 
newspaper  put  it,  we've  seen  and  will  see  more  change  in  the  next 
three  years  than  in  the  past  three  decades. 

What  are  those  changes  and  what  impact  have  they  had? 

The  following  pages  provide  a  snapshot  of  how  Alberta  has 
changed.  Sticking  with  our  objective  of  looking  beyond  the  bottom 
line,  this  snapshot  looks  not  only  at  the  financial  picture,  but  at 
the  highlights  of  major  changes  taking  place.  Let's  begin  with  the 
first  budget  roundtable  in  March,  1993. 
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Alberta's  net  debt  continues  to 
increase  from  $1 1.824  billion  in 
March  31,  1993  to  an  estimated 
$15.96  billion  by  the  end  of  this 
year.  By  the  time  the  budget  is 
balanced  in  1996-97,  the  net 
debt  is  expected  to  be  around 
$17  billion. 

Government  has  cut  spending  in 
all  program  areas  for  a  total 
reduction  of  over  $2  billion. 
More  than  $130  million  was  saved 
in  the  first  year  alone  by 
eliminating  waste  and  duplication, 
reorganizing  and  downsizing 
government. 

Taxes  have  not  been  increased  and 
Alberta  continues  to  be  the  only 
province  without  a  sales  tax. 
Health  care  insurance  premiums 
have  gone  up  and  so  have  certain 
user  fees. 


•  Alberta's  revenue  picture  has 
improved,  mostly  because  oil  and 
gas  revenues  are  up  and  so  is  the 
amount  of  personal  and  corporate 
income  taxes. 

The  bottom  line?  We're  getting 
there.  We're  still  spending  more  than 
we  have,  but  we're  ahead  of  the  game 
plan.  Deficits  are  going  down  but,  to 
borrow  words  from  Dian  Cohen,  like 
the  product  of  a  demented  battery 
maker,  our  debt  just  keeps  on 
growing  and  growing. 


The  Economic  Picture 
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Changing  How 
Government  Works 
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Perhaps  the  biggest  change  comes 
with  business  plans.  Tabled  with  the 
1994  Budget,  business  plans  lay  out 
the  mission,  goals,  objectives, 
strategies  and  actions  to  be  taken  over 
the  next  three  years  by  each  and  every 
government  department.  And  those 
plans  come  with  three -year  financial 
targets,  taking  much  of  the 
speculation  out  of  annual  budgets  and 
giving  more  room  to  plan  for  those 
who  are  directly  affected  by 
government  budgets.  They  also 
outline  initial  steps  to  measure 
performance. 


Government  has  laid  out  its  five 
core  businesses: 


•  investing  in  people  and  ideas 

•  building  a  strong,  sustainable 
and  prosperous  province 

•  providing  essential  services 
for  the  health  and  well-being 
of  Albertans 

•  maintaining  a  quality  system 
of  roads  and  highways, 
telecommunications  and 
utilities 

•  providing  law,  order  and  good 
government. 


More  on  this  later. 


Change  in  Social  Programs 
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In  education,  the  changes  have 
been  no  less  dramatic.  Government 
moved  to  take  over  all  funding  of 
education,  including  local  property 
taxes.  Plans  are  to  reduce  the 
number  of  school  boards  from  141  to 
about  60  operating  boards.  Seven 
new  francophone  education  regions 
have  been  set  up  to  deliver 
francophone  education  to  students 
who  qualify  under  the  Charter  of 
Rights. 

Combined  with  these  actions,  a 
new  School  Act  gives  more 
responsibility  to  principals  and 
parents.  Pilot  charter  schools  will  be 
established.  High  provincial 
standards  will  be  set  and  provincial 
testing  v(a11  be  expanded.  But  perhaps 
the  most  controversial  move  was  to 
cut  funding  from  Early  Childhood 
Services  Programs  from  400  hours  to 
200  hours. 


By  1996-97,  funding  for 
education  will  be  reduced  by 
12.4  percent.  This  figure  is 
misleading  since  it  doesn't  include 
local  property  taxes  which  make  up 
an  average  42  percent  of  school  board 
funding.  Taking  this  into  account, 
the  real  reduction  in  education 
funding  is  about  6  percent  from 
1992-93. 

On  the  post-secondaiy  side,  major 
changes  are  awaiting  release  of  a 
white  paper  on  "Adult  Learning: 
Access  Through  Innovation"  expected 
later  this  fall.  In  the  mean  time,  a 
new  Access  Fund  has  been  set  up. 
Under  this  Fund,  post- secondary 
institutions  can  bid  for  additional 
funds  to  expand  their  enrolments  in 
programs  with  labour  market 
demand.  The  Canadian  Imperial 
Bank  of  Commerce  has  taken  over 
responsibility  for  collecting  repayment 
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What  do  you  think? 

That's  a  snapshot  of  the  highlights.  A  lot  of 
other  things  have  happened  -  a  new  Freedom  of 
Information  and  Privacy  Act,  a  new  Municipal 
Government  Act,  a  new  Environmental  Protection 
and  Enhancement  Fund,  changes  under  the 
Maintenance  Enforcement  Program  to  withhold 
drivers'  licences  for  people  who  don't  make  child 
support  pa5mients  -  the  list  goes  on. 
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Taking  Stock 
What  People  have  said 


U 


'The  financial  savings 
that  they're  making  will  be 
wasted  many  times  over  in 
dealing  with  the  social  cost 
of  cuts.  It's  incredibly 
short-sighted  policy." 

Jonathan  Murphy, 
director,  Edmonton  Social 
Planning  Council 


U 

"Now  it  would  be  a 
good  idea  for  them  to 
reevaluate  what  the 
implications  for  some  of 
their  proposed  cuts  and 
proposed  restructuring  is. 
It  bothers  me.  It  frightens 
me." 

Bauni  Mackay, 
president.  Alberta 
Teachers'  Association 


"Just  keep  paying  it  off  so 
it  gets  paid  off  sooner  ...  I 
know  the  cuts  are  quite 
drastic  but  other  provinces 
aren't  getting  rid  of  their 
deficits  and  we  are.  So  we 
must  be  doing  something 
right." 

Marilyn  Buechler 


'The  provincial 
government  should 
ease  up  on  future 
cuts.  The  cuts  are  too 
steep,  they're  too  cruel 
for  most  people." 
Patricia  Coughlan 


U 


"We  need  more  of  the 
same.  If  the  deficit  is 
dropping,  the  government 
must  be  doing  the  right 
things.  The  province 
should  be  run  like  a 
business." 

Tim  Carruthers 


'The  real  driver  of  this 
reduction  in  the  deficit  is 
unexpected  windfall  profits 
from  energy  revenues, 
something  we  have  no 
control  over.  We  can't  let 
up.  We've  got  to  be  tough 
on  the  spending  side." 

Jason  Kenney, 
executive  director.  Alberta 
Taxpayers  Association 


Questions  for  Discussion 


1.    Are  you  satisfied  with  what's  happened  on  deficit  elimination? 


2.    Has  it  been  worth  it?  What  impact  have  the  changes  had  on  your  community?  business? 
profession?  family? 


3.  How  would  you  rate  government's  performance  (1  =  excellent,  5  =  poor)  on: 


a.  Balancing  the  budget 

b.  Keeping  its  promises 

c.  Restructuring  the  health  system 

d.  Changes  in  education 

e.  Introducing  business  plans 

f.  Streamlining  and  downsizing  government 

g.  Providing  open  and  accountable  government 

h.  Creating  a  positive  economic  environment 

i.  Other 


Overall  Rating: 


Comments: 


Beyond  the  Bottom  Line 
Where  do  we  go  from  here? 


"It's  great  to  save  money, 
but  how  will  things  look  in 
the  future?" 

That  question  appeared  in  a 
letter  to  the  Edmonton  Sun. 
It's  a  question  that's  on  many  of 
our  minds.  Where  are  these 
changes  taking  us?  And  is  that 
where  we  want  to  go? 

While  no  one  is  going  to 
pretend  that  we  can  answer  the 
question  "how  will  things  look 
in  the  future?",  we  can  instead 
consider  the  question,  "how  do 
we  want  things  to  look  in  the 
future?"  Or  as  baseball  great 
Yogi  Berra  put  it,  if  you  don't 
know  where  you're  going,  how 
will  you  know  when  you  get 
there? 

Some  would  say  that  this  is 
where  government  should  have 
started.  With  consensus  on  a 
vision,  a  set  of  goals  and  a 
detailed  strategic  plan.  Then, 
and  only  then,  should  the 
budget  cuts  have  gone  ahead. 
Others  say  that  may  be  good  in 
theory  but  the  seriousness  of 
the  financial  situation  meant 
that  budget  cuts  could  not  wait 
for  detailed  plans.  When  action 
is  needed,  you  use  your  best 
judgement  and  get  on  with  it. 

Whatever  side  of  this  debate 
you  fall  on,  government  has  put 
the  fiscal  agenda  first,  and 
many  Albertans  say,  rightly  so. 
Last  February,  the  government 
outlined  its  overall  business 
plan  and  individual  business 
plans  for  each  and  every 
government  department  and 
agency  complete  with  goals. 


objectives,  strategies,  actions 
and  performance  measures. 

Now  it's  time  to  broaden  the 
agenda  —  not  to  back  off  the 
fiscal  agenda  or  slow  it  down  — 
but  time  to  ask  the  broader 
questions:  Where  do  we  want  to 
be  and  are  we  doing  the  right 
things  with  the  dollars  we  have 
in  order  to  get  us  there?  Is  the 
vision  government  has  set  for 
our  province  the  right  one?  Is 
this  the  vision  you  want  for  your 
province?  Are  the  goals  and 
objectives  set  out  in 
government's 
business  plan 
consistent  with 
your  vision? 
If  not,  how  should 
they  be  changed? 

Starting 
With 
a  Vision 


People  frequently  say  they  want 
to  understand  the  "vision  for 
health  services"  in  Alberta  when 
what  they  really  want  to  know 
is  how  many  hospitals  will  be 
closed  and  which  ones. 

We  don't  want  to  dwell 
unnecessarily  on  motherhood 
statements.  But  it  is  important 
for  Albertans  to  talk  about  and 
decide  what  they  want  their 
province  to  become.  As  one 
person  put  it,  it's  time  to  bring 
two  million  visions  together  into 
a  consensus  about  what  we 
mean  by  a  vision  for  Alberta. 
To  put  it  in  David  Letterman 
words,  what  we're  looking  for 
are  the  "top  ten"  features  we'd 
use  to  describe  our  ideal 
Alberta. 

In  different  terms  and  at 
different  times,  the  government 
has  described  its  vision  for 
Alberta.  Here  are  some 
examples: 


Vision  has 
become  a 
catchword  in 
management 
jargon.  For  some, 
it's  "motherhood" 
and  meaningless 
cliches  that  say 
everything  but 
mean  nothing.  For 
others,  it's  a  basic 
reflection  of  their 
values  and  what's 
important ...  a 
statement  of  their 
dreams.  It's  often  a 
misused  phrase. 


D 


"By  the  end  of  year  four, 
Albertans  will  have  a 
province  where  government 
lives  within  its  means,  where 
people  are  unencumbered  by 
red  tape  and  excessive  taxes; 
where  our  education,  health 
and  social  services  programs 
are  efficient,  cost-effective, 
and  responsive  and 
accountable  to  the  needs  of 
our  communities;  where 
business  creates  good  jobs, 
and  attracts  investment  and 
tourism  from  all  over  the 
world;  and  where  all  citizens 
can  build  on  the  Alberta 
Advantage  to  provide  a  great 
future  for  our  province  and 
our  children." 

A  vision  for  Alberta 
1994  Speech  from  the  Throne 


"And  what  will  it  all  mean?  It  will  mean  Alberta  will  very  soon  be 
a  place  where  a  people  live  within  its  means,  and  where  a  government 
limits  its  role  to  only  that  which  is  necessary.  A  place  where  basics 
such  as  quality  health  care,  education,  and  social  services  are 
provided,  and  where  a  thriving  private  sector  looks  after  the  rest.  We 
do  all  of  this  to  build  on  what  we  refer  to  as  the  Alberta  Advantage. 
We  believe  that  we  can  make  Alberta  a  haven  for  investment,  and 
thus  jobs,  by  offering  what  no  other  North  American  jurisdiction  can 
offer: 

•  the  lowest  across-the-board  tax  rates  in  Canada; 

•  a  young,  skilled,  educated,  mobile  workforce; 

•  modern,  efficient  infrastructure,  urban  and  rural; 

•  abundant,  diversified  and  inexpensive  natural  resources; 

•  a  magnificent,  pristine  environment; 

•  a  demonstrated  commitment  to  research,  development  and  high 
technology; 

•  an  international  profile; 

•  an  entrepreneurial  spirit  and  a  province-wide  dedication  to  free 
enterprise; 

•  and  ...  a  government  that  practices  fiscal  responsibility,  and  keeps 
its  promises  when  the  going  gets  tough." 

Premier  Ralph  Klein 
Speaking  on  the  future 
February,  1994 


"Albertans  need  to  know  that  there  is  a  destination.  That  what 
we're  engaged  in  is  much  more  than  a  plan  to  cut  spending  and 
achieve  a  balanced  budget.  What  is  that  destination?  It's  a  vibrant 
and  prosperous  future  for  our  province  and  our  children.  It's  a  better 
Alberta  future  where  our  children  are  not  heavily  burdened  with 
debts  from  the  past.  It's  a  future  where  Albertans  are  free  from 
unnecessary  rules,  red  tape  and  burdensome  taxation  .  .  .  able  to 
take  control ...  to  work  together  to  set  a  new  course  for  the  future 
and  design  the  route  to  get  there.  It's  a  destination  with  a  thriving 
economic  environment  where  Albertans  and  Alberta  businesses 
create  new  opportunities,  new  jobs  and  new  wealth.  The  destination 
is  basic  public  services  with  quality  and  affordability  as  their 
hallmarks  .  .  .  sustainable  communities  .  .  .  strong  families  ...  a  safe 
and  lasting  environment.  And  finally,  the  destination  is  a  new  way  of 
doing  government  business,  where  people  rely  less  on  government 
and  more  on  themselves.  It's  a  government  and  a  public  sector  that 
seize  new  ideas,  focus  on  results,  and  get  the  job  done.  It's  a 
government  that  works  with  Albertans  to  position  us,  on  the  eve  of 
the  21st  Century,  to  take  advantage  of  every  opportunity  to  compete, 
to  reach  our  goals  and  to  succeed." 

Provincial  Treasurer 
Jim  Dinning 
September  1993  Budget  Speech 


Do  those  words  and  ideas 
capture  your  vision  for  Alberta? 
If  not,  what  would  you  change? 
What's  on  your  "top  ten"  list? 

Getting  More 
Specific 

Having  a  vision  is 
important.  But  it's  not  enough. 
We  need  to  take  the  next  step. 
To  translate  each  element  of  the 
vision  into  real  and  tangible 
terms.  For  example,  if  part  of 
our  vision  is  "well-educated 
young  people,"  what  does  that 
really  mean?  Strong  basic 
skills?  A  well-rounded 
traditional  academic  education? 
What  about  communication 


and  thinking  skills?  self 
confidence?  preparation  for  the 
workforce?  Unless  we  get  more 
specific,  we  can  agree  on  the 
vision  and  disagree  on  what  it 
really  means. 

Another  important  point  to 
keep  in  mind  is  the  difference 
between  our  overall  vision  for 
the  province  and  the  role 
government  should  play  in 
achieving  the  vision.  Certainly 
government  has  a  major  role  to 
play  .  .  .  but  so  do  private 
businesses,  community 
agencies,  schools,  the  health 
system  and  individual 
Albertans.  In  short,  we  all 
share  the  responsibility. 

For  this  section,  we  want  to 
focus  on  government's  role  in 


Sample: 


A  Vision  for  Minnesota's 
Future 

•  Minnesota  will  be  a 
community  of  people  who 
respect  and  care  for  one 
another. 

•  Our  economic  activity  will 
create  wealth  and  provide  a 
good  standard  of  living  for  all 
our  people. 

•  Our  citizens  will  be  good 
thinkers,  creative,  always 
learning,  with  the  skills  to 
compete  internationally. 

•  We  will  protect  and  enjoy  the 
natural  world. 

•  Our  government  will  be 
responsive,  effective  and  close 
to  the  people. 


achieving  your  vision  for 
Alberta. 

As  part  of  your  workbook 
package,  you  will  have  received 
a  copy  of  "A  Better  Way," 
government's  business  plan. 
Let's  use  that  as  a  starting  point 
for  some  more  specific 
discussions. 

Government's  business  plan 
begins  with  a  very  simple  vision 
then  outlines  five  core 
businesses  for  government  and 
a  set  of  goals  for  each  core 
business.  It  also  outlines  key 
objectives  and  strategies  that 
will  be  used  to  meet  the  goals 
and  the  results  that  are 
expected. 

Now  it's  time  for  you  to  get 
to  work. 


"A  company's 
corporate  vision  should 
exceed  its  quarterly 
performance,  or  what's 
a  heaven  for." 

Harvey  Cox, 
Harvard  Divinity  School 


"When  I  got  my  doctorate, 
I  proposed  to  study 
flatulence  -  nothing  was 
known  about  it  and  nothing 
is  known  about  it  still.  "Very 
interesting,"  the  professor 
said,  "but  no  one  has  ever 
died  of  flatulence.  If  you 
have  results  (and  it's  a  big 
'if),  you'd  better  have  them 
where  they'll  make  a 
difference."  And  so  I  took  up 
the  study  of  basic  bodily 
chemistry  and  discovered  the 
enzymes." 

Nobel  prizewinner  Albert 

Szent-Gyorgi  (1 893- 1 990) 


m 


Exercise  #1 


The  "Top  Ten" 

You've  looked  at  the  vision  statements  from  government  and  you  have  your  own  ideas  about 
what's  important  for  Alberta's  future.  Your  group's  first  task  is  to  outline  your  own  "top  ten" 
list. 

If  you  were  to  describe  the  ideal  for  Alberta,  what  would  be  the  ten  most  important  features? 
1. 


2. 


3. 


4. 


5. 


6. 


7. 


8. 


10. 


m 


Exercise  #2 


Getting  more  specific 


The  charts  on  the  following  pages  reflect  government's  business  plan.  For  each  core  business, 
there's  a  set  of  goals  and  expected  results.  This  is  your  task: 


1.  Review  the  five  core  businesses  of  government.  Do  they  reflect  your  "top  ten"  vision  list?  If  not, 
add  to,  delete  or  modify  the  list. 


2.  Review  the  goals  related  to  each  of  the  core  businesses.  Are  those  the  goals  you'd  like  to  see  for 
Alberta.  Do  they  reflect  your  vision?  If  not,  add  to,  delete  or  modify  the  list. 


3.  Now  for  the  expected  results.  Same  task.  Look  at  the  list.  Is  it  consistent  with  the  goals?  Are 
these  the  outcomes  you  want  to  see?  If  not,  add  to,  delete  or  modify  the  list. 


If  your  group  decides  it  wants  to  completely  re- write  the  lists,  go  right  ahead. 

Working  charts  will  be  provided  at  the  Roundtable  session  for  your  group  to  use  in  compiling  your 
ideas.  Each  group  will  be  expected  to  complete  the  chart  by  the  end  of  your  discussion. 


Core  Business 

T]  Investing  in  people  and  ideas 


Goals 

To  provide  the  best  possible  education  for  all 
Alberta  students,  giving  them  the  skills,  knowledge 
and  positive  attitudes  they  need  to  achieve  and 
succeed 

To  provide  adults  with  access  to  high  quality  post- 
secondary  opportunities  so  they  can  take 
responsibility,  participate  in  a  changing  economy 
and  workforce  and  enrich  the  quality  of  life  in  their 
communities 

To  ensure  that  Alberta  has  a  well-educated, 
productive  and  talented  workforce 

To  develop  the  full  potential  of  ideas  and 
innovation  to  put  Alberta  at  the  forefront  of 
research  and  development 

Comments: 


Expected  Results 

Alberta  students  achieve  high  standards  and  get  the 
education  they  need  to  prepare  them  for  work  and 
for  post-secondary  studies. 

Parents  and  other  community  members  play  an 
active  and  meaningful  role  in  schools. 

Schools  receive  adequate  and  equitable  funding. 

Teachers  are  well  prepared. 

The  post- secondary  system  focuses  on  quality, 
responds  to  the  needs  of  students,  fosters  individual 
responsibility  and  is  more  accountable  for 
outcomes.  Priority  is  placed  on  labour  market 
demand,  transferability  of  programs,  productivity 
and  increasing  on-the-job  education  and  training. 

Research  and  development  activities  in  Alberta  are 
expanded,  there  is  an  increase  in  successful 
commercial  endeavors  stemming  from  research,  and 
a  corresponding  growth  in  Alberta's  economy. 


Core  Business 


2J  Building  a  strong,  sustainable  and  prosperous  province 

Expected  Results 


Goals 

To  build  a  climate  conducive 
to  investment,  wealth 
generation  and  job  creation 

Comments: 


A  growing  and  vibrant  economy,  with  a  strong 
competitive  advantage. 

Expanded  emphasis  on  research  and  development. 

Strong  communities  and  balanced  development 
across  the  province. 

Continued  protection  of  Alberta's  environment  and 
natural  resources. 

Growth  of  Alberta's  agriculture  industry,  strong 
emphasis  on  developing  value-added  agricultural 
products  and  reduced  dependence  on  government 
support 

Expanded  presence  of  Alberta  businesses  and 
industries  in  international  markets 


1 10.000  additional  jobs  for  Albertans  over  the  next 
four  years 


Core  Business 

3^  Providing  essential  services  for  the       health  and  well-being  of  Albertans 


Goals 

To  encourage  and  support 

Albertans  to  become 
healthy,  self-reliant  and 
productive 

To  keep  families  responsible  and  accountable, 
adults  independent  and  children  safe 

To  promote,  maintain  and  improve  the  health  and 
Albertans 

Comments: 


Expected  Results 

Universal  access  to  basic  health  services 

A  smaller  health  system  with  regional  health  boards, 
integrated  service  delivery,  more  collaborative 
planning  and  decision  making  at  the  community  and 
regional  levels 

Changes  in  hospitals  to  fewer  inpatient  beds,  more 
outpatient  services,  fewer  capital  renovations  or  new 
facilities,  and  closer  integration  with  home  care 
and  community  care 

Community  care  services  more  readily  available  in 
mental  health,  acute,  palliative  and  long-term  care 

More  emphasis  on  prevention,  increased  awareness 
of  the  importance  of  healthy  lifestyles  and  more 
public  awareness  of  the  costs  of  health 
programs  and  services 

Alberta  provides  a  social  safety  net  that  assists  those 
most  in  need,  while  continuing  to  support  people's 
efforts  to  achieve  greater  independence. 


Core  Business 

[4]  Maintaining  a  quality  system  of  roads  and  highways,  telecommunications  and  utilities 


Goals 

To  maintain  the  quality  of  Alberta's  roads  and 
highways,  telecommunications  and  utilities 

To  prepare  for  the  future  of  new  electronic 
systems,  fibre  optics,  communications  and 
information  technology 

Comments: 


Expected  Results 

The  quality  of  Alberta's  infrastructure  is  maintained. 

Reduced  emphasis  on  construction  of  new  buildings 

More  cost-effective  construction  of  roads  and  highways 

Quality  social  housing  is  available  to  those  who  need  it 
most. 


Core  Business 

[5] Providing  law,  order  and  good  government 


Goals 

To  protect  the  safety  and  security  of  Albertans 
and  ensure  that  Alberta  is  a  safe  place  to  live, 
work  and  raise  families 

To  ensure  that  the  public  interest  is  protected 
through  a  framework  of  stable,  efficient  and 
streamlined  legislation  and  regulations 

To  provide  sound  financial  management,  open  and 
accountable  government 

To  encourage  innovation,  productivity  and  positive 
results  throughout  government 

Comments: 


Expected  Results 

A  permanent  reduction  in  crime  and  a  fair  justice 
system 

Adequate  support  for  victims  of  crime 

Reduced  number  of  Aboriginals  in  the  justice 
system 

Sound  management  of  and  accounting  for  Alberta's 
financial  resources,  a  balanced  budget  and  regular, 
open  reports  to  Albertans  about  the  state  of 
Alberta's  finances 

A  harmonious  labour  relations  environment  with 
high  standards  in  the  workplace 

Clear  and  timely  information  provided  to  Albertans 
resulting  in  improved  understanding  of  government 
policies  and  programs  and  greater  accountability 
for  results 

A  continued  strong  role  for  Alberta  in  national  and 
international  affairs 

A  streamlined,  efficient  and  productive  public 
service 


Measuring  Progress 
How  do  we  know  we're  getting  there? 


Having  a  vision  is 
important.  Translating  that 
vision  into  real  and  tangible 
goals  and  expected  results 
adds  meaning  to  the  vision. 
But  how  do  we  know  we're 
making  progress,  and  in  the 
right  direction?  How  do  we 
know  if  major  changes,  new 
policies  and  programs  are 
having  the  impact  we  want  and 
expect? 

Successful  businesses  are 
increasingly  moving  in  the 
direction  of  focussing  on 
results  -  not  just  measures  of 
how  much  it  costs  to  produce  a 
widget  -  but  measures  of 
whether  the  widget  performs  as 
it's  supposed  to  perform  and 
what  their  clients  think  of  it. 

Here's  one  example: 
"Every  night  at  the  end  of  the 
day's  trading,  American 
Express  executives  are 
provided  with  eight  different 
measures  of  how  the  firm  has 
performed  that  day,  based  on 
criteria  such  as  how  many 
parcels  arrived  on  time. 
Amex's  ability  to  know,  that 
day,  how  well  it  performed  is  a 
feat  in  itself,  and  one  that  helps 
drive  its  business."  (Alan 
Mitchell,  World  Link  magazine) 

We  don't  expect  daily 
measures  of  results  from 
government.  And  the  basic 
profit  and  loss  statements 
which  drive  business 
operations  don't  work  very  well 
in  government.  But  we  can, 
and  should,  expect  some  basic, 
timely  information  about  the 
results  government  is  achieving 


with  our  tax  dollars.  In  Peter 
Drucker's  words,  "Any 
government,  whether  that  of  a 
company  or  a  nation 
degenerates  into  mediocrity  and 
malperformance  if  it  is  not 
clearly  accountable  to  someone 
for  results." 

Government's  own  business 
plan  calls  for  a  strong  focus  on 
measuring  results.  But  we're 
not  there  yet.  Individual 
departments  are  working  on 
detailed  measures  of 
performance  and  results.  The 
outcomes  of  that  work  are 
expected  this  fall. 

We  don't  expect  you  to  come 
up  with  a  detailed  set  of 
measurements  to  judge  the 
performance  and  results 
achieved  by  each  and  every 
department  and  function  of 
government.  We'll  leave  that 
work  to  the  technical  experts. 

We  do  expect  to  come  up 
with  what  one  company  calls 
'The  Vital  Few."  If  you  were 
looking  for  evidence  that 
government's  decisions  and 
actions  were  taking  us  closer  to 
the  vision,  goals  and  expected 
results  you  talked  about  in  the 
previous  session,  what  would  be 
the  five  to  ten  "vital  few"  pieces 
of  information  you'd  want  to 
see? 


Performance 
Report 


Let's  borrow  an  analogy 
from  Christopher  Meyer,  writing 
in  the  Harvard  Business 
Review: 

"Trying  to  run  a  team 
without  a  good,  simple 
guidance  system  is  like  tiying 
to  drive  a  car  without  a 
dashboard.  We  might  do  it  in 
a  pinch  but  not  as  a  matter  of 
practise,  because  we'd  lack 
the  necessary  information  - 
the  speed,  the  amount  of  fuel, 
the  engine  temperature  -  to 
ensure  that  we  reach  our 
destination." 

Your  task  in  this  session  is 
to  decide  what  the  gauges  on 
the  dashboard  should  be. 

Here  are  some  things  to 
think  about. 

Inputs,  Outputs  and 
Outcomes 

There's  a  difference. 
Traditionally,  both  governments 
and  businesses  have  focussed 
on  inputs  -  how  much  does  it 
cost,  how  many  staff  are 
involved,  did  we  stay  within 
budget.  Generally  speaking, 
this  is  the  easiest  information  to 
collect,  but  it  tells  you  only  a 
small  part  of  the  story.  Outputs 
help  you  measure  things  like 
how  many  widgets  were 
produced,  how  many  were  sold, 
what  kind  of  profit  you  made, 
how  many  students  graduated 
from  high  school  or  university. 
Outcomes  are  much  more 
difficult  to  measure.  They  focus 
on  results  and  what  difference 


they  make.  Were  the  students 
that  graduated  successful  in 
going  on  to  further  studies  or 
directly  into  the  workforce?  Did 
the  increased  emphasis  on 
home  care  improve  the  health 
and  care  of  consumers? 

Let's  use  a  new  department 
store  as  an  example.  How 
would  the  manager  of  the  shoe 
department  measure  her 
performance?  If  she  was 
interested  in  input,  she'd  look 
at  the  cost  of  setting  up  the 
shoe  department  -  how  much 
did  it  cost  for  renovations, 
inventory  and  staff.  If  she 
wants  to  measure  output  six 
months  later,  she'd  look  at 
gross  sales  and  profit  margins 
for  her  department.  But  if  she 
wanted  to  measure  outcomes, 
she'd  ask  her  customers:  are 
you  satisfied  with  the  quality 
and  selection,  do  the  shoes  fall 
apart  after  three  months,  are 
you  prepared  to  keep  coming 
back  to  my  shoe  department. 

All  three  measures  are 
important,  depending  on  what 
you're  looking  for.  We're 
looking  for  results.  As  much  as 
possible,  we  want  to  identify 
measures  that  reflect  outcomes, 
because  it's  those  outcomes 
that  will  tell  us  whether  or  not 
we're  making  progress  towards 
our  goals. 

Put  the  Customer 
First 

"What  you  measure  and 
how  you  measure  have  to 
reflect  what  you're  trying  to 
accomplish  overall.  ...  And  you 
also  have  to  include  customers 
who  will  keep  you  honest  about 
the  difference  between  outputs 
and  outcomes.  For  example, 
they'll  remind  you  that  it 
doesn't  matter  if  you  can  fill  out 
forms  in  record  time,  because 
what  they  care  about  is  cleaner 
water.  In  many  cases,  the  best 
way  to  track  success  is  simply 
to  survey  customers."  (David 


Osborne)  That's  what  you  did 
in  the  first  section  of  this 
workbook  -  looked  at  what  had 
been  done  and  rated 
government's  performance. 

This  is  simply  a  reminder 
that  the  "vital  few"  gauges  you 
pick  for  the  dashboard  don't 
have  to  be  complex  and 
technical.  But  they  do  have  to 
reflect  what's  important  to  the 
customer  -  people  like  you  and 
other  Albertans. 

Learning  from 
Others 

While  measuring  results  is  a 
fairly  new  business  for 
governments  and  for  the  public 
sector,  there  are  some  examples 
we  can  look  at.  Several  U.S. 
states  have  done  a  lot  of  work 
on  performance  measures.  And 
while  we're  sometimes  reluctant 
to  import  ideas  from  the  United 
States,  there  are  some  lessons 
to  be  learned. 

Every  two  years,  the  state  of 
Oregon,  led  by  what's  called  the 
Oregon  Progress  Board, 
produces  a  report  called 
"Oregon  Benchmarks: 
Standards  for  Measuring 
Statewide  Progress  and 
Government  Performance." 
It  started  in  May,  1989,  when 
hundreds  of  citizens  were 
involved  in  producing  "Oregon 
Shines",  Oregon's  strategic  plan 
for  prosperity.  The  Oregon 
Legislature  immediately 
established  the  Oregon  Progress 
Board  and  directed  it  to 
translate  the  strategies  in 
"Oregon  Shines"  into 
measurable  goals.  Their  first 
report  was  published  in  1991 
and  since  then,  all  agencies  in 
Oregon  have  been  directed  to 
develop  performance  measures 
consistent  with  the  benchmarks 
set  out  by  the  Progress  Board. 

What  kinds  of  benchmarks 
have  they  set?  Ones  that 
measure  results  rather  than 
efforts.  Ones  that  can  be 


compared  with  other  states  and 
countries.  Ones  that  are 
reliable  over  time.  And  ones 
that  can  be  based  on  data 
which  can  be  gathered 
periodically. 

Minnesota  has  a  similar 
process  called  "Minnesota 
Milestones"  They  started  with 
a  clear  vision,  outlined  a  set  of 
20  goals  and  79  milestones,  set 
measurable  targets  to  the  year 
2020,  and  proceeded  with 
reporting  on  their  results.  They 
set  a  goal  such  as  "Minnesotans 
will  act  to  protect  and  enhance 
their  environment"  and  they 
measure  their  results  by 
examining  the  average  annual 
energy  use  per  person,  highway 
litter,  total  water  use,  solid 
waste  produced  and  recycled 
and  the  percentage  of  students 
passing  an  environmental 
education  test.  Their  goal  that 
"Families  will  provide  a  stable 
environment  for  their  children" 
is  measured  by  seven 
milestones:  teen  pregnancy 
rate,  runaways  per  1,000 
children,  percentage  of  12th 
grade  students  who  have  ever 
attempted  suicide, 
apprehensions  of  children, 
percentage  of  children  who  use 
alcohol  or  illegal  drugs,  rate  of 
divorces  involving  children  and 
the  percentage  of  students  who 
move  more  than  once  a  year. 

We  may  agree  or  disagree 
with  the  particular  measures 
set  by  these  states.  The 
important  point  is  that  they 
have  taken  their  goals  and 
strategies  and  decided  how  they 
are  going  to  measure  their 
results.  Can  we  take  a  similar 
approach  in  Alberta? 

Now  it's  time  to  put  you  to 
work  again! 


m 


Exercise  #3 


What  gauges  do  we  need  for  the  dashboard? 

In  the  last  session,  you  worked  on  your  vision,  goals  and  the  results  you  expect.  That's  where  we 
start.  Examine  your  goals  and  expected  results  and  ask  yourself  these  questions: 

•  if  I  was  like  one  of  the  executives  from  American  Express,  what  ten  different  measures  would  I 
want  to  decide  how  the  "firm"  performed? 

•  what  kinds  of  information  would  I  need  in  order  to  judge  whether  or  not  we're  making  progress 
towards  the  goals  we  set? 

You  may  want  to  look  at  measures  for  each  of  the  goals  or  results  you've  set,  then  narrow  down 
the  list  to  the  "vital  few".  Or  you  may  want  to  start  by  asking  which  goals  or  results  are  most 
important  or  most  urgent,  and  then  deciding  how  they  could  be  measured. 


The  objective  is  to  come  up  with  ten  gauges  that  would  be  used  to  measure  Alberta's  progress 
towards  the  goals  you've  set.  On  the  following  page,  you'll  find  ten  blank  gauges  for  you  to  name  and 
describe.  -  -^...—^ 


Back  to  the  Bottom  Line 
How  do  we  pay  for  our  choices  and 
choose  our  pajnnents? 


In  the  last  three  sessions 
we've  looked  at  how  far  we've 
come,  where  we  want  to  go,  and 
how  we're  going  to  measure  our 
progress.  But  we  can't  forget 
that  there  is  a  bottom  line  -  a 
tough  financial  bottom  line  - 
and  we  still  have  some 
important  issues  to  address. 

Let's  make  the  assumption 
that  we're  going  to  balance  the 
budget  as  planned  by  1996-97. 
People  in  financial  circles  will 
warn  us  that  we're  not  there 
yet.  We're  making  good 
progress  but  we  can't  count  on 
volatile  oil  and  gas  revenues 
that  have  helped  us  out  this 
past  year.  With  prices  up,  our 
revenues  have  soared,  but  they 
can  just  as  quickly  drop  and 
leave  us  scrambling  on  the 
spending  side.  Recognizing  this 
reality,  we  don't  want  to 
pretend  that  a  balanced  budget 
is  a  "done  deal"  and  the  rest  of 


the  course  will  be  easy.  At  the 
same  time,  it's  a  reasonable 
assumption  that,  with  the 
Deficit  Elimination  Act  in  place 
and  with  government's 
determination  to  achieve  a 
balanced  budget,  we  will 
achieve  that  objective  by 
1996-97. 

The  question  is,  what 
happens  then?  We  have  a 
vision  and  goals  we  want  to 
achieve.  In  making  choices  that 
move  us  closer  to  that  vision, 
how  do  we  ensure  that  our 
collective  "reach"  doesn't  exceed 
our  financial  "grasp"?  In  simple 
terms,  once  we've  balanced  the 
budget,  how  do  we  keep  it  that 
way?  How  do  we  pay  for  the 
choices  we  make  and  not  get 
back  into  financial  trouble? 

One  of  the  key  issues  we 
need  to  think  about  in 
considering  how  we  pay  for  our 
choices  is  the  problem  of  oil  and 


gas.  It's  difficult  to  call  oil  and 
gas  a  "problem"  because 
Alberta's  oil  and  gas  resources 
are  a  tremendous  blessing  and 
a  leading  industry  in  the 
province. 

But  for  budgeting  purposes, 
it's  a  nightmare.  Charts  in  this 
section  show  how  volatile  oil 
and  gas  prices  have  been.  The 
simple  conclusion  is,  we  just 
can't  count  on  a  regular, 
predictable  amount  of  money 
each  year.  We  know  the 
problems  this  has  caused  in 
the  past.  Spending  based  on 
optimistic  revenue  forecasts 
that  failed  to  materialize  are  the 
major  reason  Alberta  is  in  debt. 
The  government  has  moved  to 
deliberately  use  conservative 
resource  revenue  forecasts  and 
that  has  helped  keep  the 
problem  in  check.  But  when 
we  have  more  revenue  than 
expected,  it's  tempting  for 
many  to  say,  "let's  spend  it", 
especially  when  people  are 
feeling  the  pain  caused  by  tight 
budgets. 

We  also  have  that  nasty 
problem  of  debt.  Until 
government  balances  the 
budget,  the  debt  will  keep  on 
growing  and  growing.  What  do 
we  do  about  debt?  After  the 
deficit  is  eliminated,  should  we 
attack  it  with  the  same 
determination  as  we've 
attacked  the  deficit?  Should 
paying  off  the  debt  be  the  first 
priority  even  if  it  means 
continuing  restraint  in  other 


Balanced  Budget  Plan 

(in  millions  of  dollars) 


1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

Actual 

Actual 

Forecast 

Target 

Target 

Revenue 

11,462 

12,193 

11,611 

11,868 

12,224 

Program  and  Capital 

Expenditure 

13,807 

12,999 

11,708 

11,077 

10.717 

Debt  serving  Costs 

1,219 

1,328 

1,505 

1.505 

1.525 

Other  Funds  and  Agencies' 

Net  Deficit  (surplus) 

(155) 

(477) 

(257) 

(217) 

(230) 

Consolidated  Deficit 

3,409 

1,657 

1,345 

497 

(212) 

areas  that  are  important  to 
Albertans  like  health  and 
education?  Or  should  we  look 
at  debt  as  a  long-term  issue  - 
as  long  as  we  have  a  plan  in 
place  and  we're  making 
reasonable,  regular  pajonents 
on  the  debt,  is  it  okay  to  carry- 
some  debt? 

Then  of  course  we  have  the 
Heritage  Savings  Trust  Fund. 
It  has  been  called  Alberta's 
"rainy  day"  fund,  but  many 
Albertans  have  forgotten  about 
the  Heritage  Fund.  Latest 
reports  show  that  the  Fund  is 
worth  about  $12  billion  — 
$7  billion  that  could  be  cashed 
in  and  used  for  other  purposes 
and  $5  billion  that  is  tied  up  in 
debt  issued  by  government  and 
its  agencies.  The  Fund  is  a 
major  source  of  annual 
revenue  for  the  province  and  it 
operates  something  like  a  giant 
savings  account  or  an  RRSP. 

It's  time  to  re-think  the  role 
the  Heritage  Fund  should  play 
in  Alberta's  financial  future. 
Should  we  sell  off  the  assets 
and  use  the  money  to  pay 
down  the  debt?  Should  we 
leave  it  as  is?  Or  should  we 
start  to  put  some  money  back 
into  the  Fund  to  get  it  growing 
again? 

In  this  last  session,  we 
want  you  to  consider  these 
three  related  issues: 

1.  Once  we  have  balanced  the 
budget,  how  do  we  keep  it 
that  way? 

2.  What  do  we  do  about  the 
debt? 

3.  What  role  should  the 
Heritage  Fund  play  in 
Alberta's  future? 


Looking  Ahead 

Before  we  get  into  these 
questions,  some  background 
information  is  important. 
There's  not  much  point  in 
considering  how  we'll  pay  for 
our  choices  or  whether  we'll 
have  any  money  to  pay  down 
the  debt  without  a  backdrop  of 
some  reasonable  forecasts  for 
the  province's  financial  future. 

A  word  of  warning. 
Forecasting  is  an  art  for 
psychics  and  Gypsies  -  and 
their  predictions  are  often 
wrong.  For  economists  and 
financial  analysts,  long-term 
forecasts  are  often  a  stab  in  the 
dark.  We  can  make  reasonable 
assumptions,  look  at  past 
trends  and  future  projections, 
use  the  best  information  and 
judgements  we  can  -  but  it's  still 
only  a  "best  guess."  Decisions 
on  the  national  and 
international  stage  can  and  will 
have  a  profound  effect  on  what 
happens  in  Alberta. 

Let's  consider  some 
plausible  assumptions  about 
the  future  of  Alberta's  economy. 

It  seems  reasonable  to 
expect  Alberta's  real  economic 
growth  to  be  around  3  percent 
per  year.  Add  about  2  percent 
inflation  a  year  and  the  growth 
in  Alberta's  income  would  be 
about  5  percent  a  year. 

Of  course,  these 
assumptions  are  bound  to  be 
wrong  in  some  years.  Although 
Canada  is  recovering  from  the 
recent  recession,  another  one  is 
inevitably  on  the  way  in 
five  years  or  so. 

And  we  haven't  talked 
about  the  ups  and  downs 
in  the  energy  patch.  Just 
based  on  what  we  know 
now,  and  not  allowing  for 
any  major  wars  or 
disasters,  it  seems  possible 
that  oil  prices,  in  this  year's 
dollars,  could  be  anywhere 
between  $15  and  $20  U.S. 
a  barrel  in  the  future. 
Natural  gas  prices,  which 


are  even  more  important  now  to 
Alberta's  economy,  could  easily 
range  between  $1.75  and  $2.50 
Canadian  per  thousand  cubic 
feet,  in  this  year's  dollars. 

It's  not  just  resource 
revenues  that  are  volatile. 
Corporate  income  tax  revenues 
are  very  sensitive  to  energy 
prices.  And  personal  and 
corporate  taxes  go  up  and  down 
depending  on  the  overall  health 
of  Alberta's  economy. 

What  does  all  this  mean  for 
government's  revenues? 
Unfortunately,  it  means  a  wide 
range  of  revenue  scenarios  are 
possible. 

Without  getting  into 
technical  explanations,  it  looks 
like  government's  1997-98 
revenues  could  be  between 
$12  billion  and  $15  billion. 
$12  billion  is  a  bit  less  than 
what  the  balanced  budget  plan 
is  targeting  for  1996-97.  If  that 
happened,  we  would  obviously 
need  even  tighter  spending 
controls  just  to  keep  the  budget 
balanced.  With  an  extra  $3 
billion  in  revenues,  we  would 
have  large  surpluses  and  lots  of 
pleasant  choices. 

Let's  take  a  conservative 
ground.  Let's  assume  that  we 
can  plan  on  revenue  in  the 
$12.5  to  $13  billion  range. 
That  would  produce  an  annual 
average  surplus  of  around  $500 
million  to  $1  billion,  if  we  keep 
our  spending  at  the  same  levels 
as  planned  for  1996-97. 

If  we  have  a  surplus  in 
1997-98,  what  do  we  do  with  it? 
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Legend 

lii  Revenue 

How  do  We  Keep  the 
Budget  Balanced? 

Spending  pressures 

After  sticking  with  a  tough 
budget  course  for  four  years 
and  achieving  a  balanced 
budget,  it's  a  fair  bet  that  there 
will  be  increased  pressure  to 
take  off  some  of  the  strict  limits 
on  spending.  Wages  and 
salaries  for  people  in  the  public 
sector  have  been  rolled  back. 
Budget  reductions  in  health 
and  education  likely  will 
continue  to  cause  community 
concerns.  And  Albertans  will 
have  come  through  a  tough 
four  years  of  sacrifice.  The 
result  could  be  strong  pressure 
to  spend  more.  We  also  are 
facing  a  problem  in  maintaining 
our  infrastructure.  During  the 
four -year  fiscal  plan,  capital 


spending  has  been  dramatically 
reduced.  And  the  result  is,  by 
1996-97,  we  could  have  a 
backlog  of  roads,  highways, 
schools  and  hospitals  needing 
repair,  renovation  or 
replacement. 

Even  if  we  are  satisfied  with 
the  basic  level  of  spending  in 
1996-97,  population  growth 
and  inflation  will  mean  that 
we'll  have  to  provide  some 
increases  in  spending  just  to 
maintain  levels  of  service. 
And  let's  not  forget  that 
performance  measures  should 
start  to  drive  spending 
decisions.  What  do  we  do  if  our 
results  in  some  areas  don't 
measure  up? 

Paying  for  our  vision 

Combined  with  spending 
pressures  is  our  vision  for  a 
better  future  for  Alberta.  When 


we  achieve  a  balanced  budget, 
will  it  be  time  to  consider  new 
initiatives  or  broader 
directions?  Should  we  boost 
our  funding  in  some  areas  so 
we  can  move  forward  more 
quickly?  If,  for  example,  we 
view  Alberta  as  a  world-wide 
leader  in  research  and 
development,  would  we  want  to 
look  at  new  initiatives  to  boost 
our  expertise? 

Government's  role  in  the 
economy 

An  additional  factor  relates 
to  government's  role  in  the 
economy.  There's  much  debate 
about  what  role,  if  any, 
government  should  play  in  the 
economy.  Some  argue  that 
government's  budget  and  fiscal 
decisions  are  a  direct 
instrument  that  can  be  used  to 
manipulate  the  economy.  Just 


Investing  in 
Alberta 


The  'once-remote  goal'  of 
debt  reduction  is  now  within 
sight,  the  [Toronto  Dominion] 
bank  said...  'Over  the  remainder 
of  the  decade,  provincial 
governments  who  make  serious 
commitments  to  eliminating 
deficits  and  reducing 
outstanding  debt  -  and  stand  by 
those  commitments  -  can  look 
forward  to  more  favorable 
reception  from  global  investors." 

Edmonton  Journal, 
August  1994 


as  Alberta's  budget  reductions 
are  having  a  short  term 
negative  impact  on  our  growth, 
some  believe  spending  by 
government  can  boost 
economic  growth,  at  least  in  the 
short  term.  Economists  will  tell 
us  that  governments  should 
save  money  during  the  good 
times  so  they  have  a  cushion  to 
use  in  stimulating  the  economy 
or  at  least  maintaining  their 
level  of  services  when  the 
inevitable  next  recession  hits. 

On  the  other  hand,  some 
people  argue  that  governments 
should  stop  pretending  that 
they  can  "fix"  whatever  ails  our 
economy.  In  Peter  Drucker's 
words,  "...  every  government  in 
every  country  has  promised  to 
be  able  to  cure  recessions. 
But  this  is  pure  quackery. 
...  Political  leaders  will  have  to 
learn  to  tell  their  constituents: 
No  one  knows  how  to  manage 
the  economy  short  term  any 
more  than  the  physician  knows 
how  to  cure  the  common  cold. 
We'd  better  keep  our  hands  off 
it." 

At  the  same  time,  let's  be 
realistic.  Jobs  are  the  number 
one  issue  for  many  Albertans, 
and  many  people  expect 
government  to  take  actions  that 
will  result  in  more  jobs. 


Another 
consideration  is 
reducing  taxes. 
If  Alberta  has  a 
surplus,  should 
some  of  that 
money  be  put 
back  in  Albertans' 
pockets? 

Some 
Albertans  would 
argue  that  if 
government 
doesn't  need  all 
the  money  it 
collects  to  pay  for 
basic  services, 
then  why  not 
return  it  to  the 
people  who  earned  it?  Two 
options  are  possible:  reduce 
taxes  or  provide  cash  rebates  to 
Albertans. 

A  tax  cut  reduces 
government  revenue 
permanently,  or  at  least  until 
taxes  are  raised  again.  Low 
taxes  can  be  a  major  factor  in 
improving  Alberta's  competitive 
advantage.  On  the  other  hand, 
if  we're  not  confident  that  we 
can  keep  the  budget  balanced 
with  lower  tax  rates,  it  might  be 
better  to  consider  a  payment  to 
Albertans  —  something  like  a 
year -end  bonus  from  your 
company  rather  than  a 
permanent  pay  raise. 

These  issues  and  questions 
are  indicators  of  the  kinds  of 
pressures  we'll  face  after  the 
budget  is  balanced.  What  kinds 
of  choices  should  we  make  and 
how  will  we  pay  for  them?  Once 
the  budget  is  balanced,  how  do 
we  make  sure  we  keep  it  that 
way? 

What  do  we  do 
about  the  Debt? 

It's  Important  to  consider 
the  next  two  sections  on  debt 
and  the  Heritage  Fund  together. 
When  we  look  at  future 


directions  for  addressing  the 
debt,  we  have  to  consider  the 
role  the  Heritage  Fund  could 
play. 

Actions  to  cut  government 
spending  and  reduce  the  deficit 
have  only  managed  to  stop  the 
debt  from  growing  as  quickly. 
It's  similar  to  the  difference 
between  an  overdraft  and  a 
mortgage.  Until  you  stop 
having  overdrafts,  you  can't 
start  making  a  deliberate  effort 
to  pay  down  the  mortgage. 

Once  again,  there's  divided 
opinion  on  what  to  do  with  the 
debt.  Some  people  will  say  that 
no  debt  is  good  debt.  A 
responsible  government  should 
target  for  zero  debt  and  get  on 
with  the  job  at  a  reasonable 
pace.  Money  spent  on  interest 
pa5mients  on  the  debt  is  money 
that  cannot  be  spent  on 
important  programs  and 
services. 

Taking  a  different  view  are 
those  who  argue  that  debt  is 
acceptable  as  long  as 
government  can  manage  it  and 
it  doesn't  consume  a  larger  and 
larger  part  of  their  revenue. 
Alberta's  debts  have  been 
accumulated  over  a  long  period 
of  time.  Some  economists  feel 
that  debt  incurred  to  fund 
capital  projects  such  as  schools 
and  roads  will  benefit  future 
generations  and  therefore,  it's 
appropriate  to  fund  these  costs 
by  debt  that  is  paid  off  by  the 
generations  of  people  who 
benefit. 

The  debt  table  on  the 
following  page  shows  the 
differences  among  three  kinds 
of  debt: 

•  total  liabilities  -  the  total 
amount  the  province  and  its 
agencies  owe 

•  net  debt  -  the  difference 
between  what  the  province 
owes  and  the  province's  total 
financial  assets 

•  accumulated  overspending  - 
the  portion  of  Alberta's 
total  liabilities  that  comes 
from  deficits  the  province  has 


m 


Alberta's  Debt 

(in  billions  of  dollars^  as  of  March  31) 


Total  Liabilities 

General  Revenue  Fund  debt 
Pension  liabilities 
Self-supporting  debt  and 

other  liabilities 
Less  internal  debt 

holdings  (Heritage  Fund) 

and  sinking  funds 


Financial  Assets 

External  Heritage  Fund 

investments 
Loans  to  farms,  small 

businesses,  municipalities 
Other 


Net  Debt  (assets) 


1986 

1994 

1997 

0.3 

18.0 

20.8 

5.5 

5.1 

6.1 

15.5 

13.9 

12.3 

(8.2) 

(5.3) 

(5.3) 

13.1 

31.7 

33.9 

4.7 

7.0 

7.2 

6.2 

7.7 

6.6 

8.5 

3.6 

5.1 

19.4 

18.3 

17.9 

(6.3) 

13.4 

16.0 

accumulated  from  years  of 
overspending  (technically 
called  the  General  Revenue 
Fund  debt). 

Assuming  that  most  of  us 
would  support  attacking  the 
debt  in  some  fashion  once  the 
budget  is  balanced,  the 
question  comes  down  to  how, 
how  quickly  and  which  kind  of 
debt  should  we  target.  To  put 
this  in  perspective,  if 
government  had  a  surplus  of 
$500  million  per  year  and 
targeted  all  of  it  to  debt 
reduction,  it  would  take  about 
20  years  from  1996-97  to 
eliminate  the  net  debt 
(excluding  pension  liabilities). 


Here  are  some  suggestions 
for  how  we  could  attack  the 
debt: 


Continue  the  approach  of  the 
Deficit  Elimination  Act,  set 
spending  limits,  stick  with 
conservative  revenue  forecasts 
and  require  that  any  surpluses 
must  go  exclusively  to  pay  off 
Alberta's  debt 


Use  the  Heritage  Trust  Fund 
first,  then  follow  through  with 
one  of  the  other  options, 
(Remember  that,  if  we  use  the 
Heritage  Fund,  it  doesn 't 
improve  our  bottom  line  net 
debt  It's  like  an  equation. 
We  take  about  $7  billion  away 
from  the  debt  side  and  the 
same  amount  away  from  the 
asset  side.  The  equation  stays 
the  same.  But  it  does  reduce 
how  much  we  owe.) 


Set  a  fixed  annual  payment  to 
reduce  the  debt  over  a  longer 
timeframe  and  use  any 
additional  revenues  for  a 
variety  of  purposes: 
responding  to  spending 
pressures,  giving  tax  breaks  or 
bonuses  to  Albertans, building 
up  a  savings  cushion  to  deal 
with  future  budget  problems,  or 
investing  in  Alberta's 
infrastructure  to  make  us  more 
competitive. 

What  do  you  think?  How 
important  is  it  that  we  pay 
down  our  debts  quickly?  How 
do  we  balance  the  importance 
of  pajring  down  the  debt  against 
the  need  to  respond  reasonably 
to  pressures  to  increase 
spending  in  areas  important  to 
our  vision  for  Alberta? 


Heritage  Fund 

External  and  Internal  Assets 

(as  at  March  31,  1994) 


External  Assets 

-  corporate  securities 

-  other  government 
securities 

-  project  investments 


Province  of  Alberta 
securities 


Alberta  Crown  Corp. 


Accrued  Interest  and 
Accounts  Receivable 

Total 


$6,523  54.9% 


$2,251  18.9% 


$2,561  21.5% 


$559  4.7% 
$11,894  100% 


What  Role  should  the 
Heritage  Fund  Play? 

Considering  the  debt  brings 
us  to  the  last  issue:  what  do 
we  do  with  the  Heritage  Fund? 

We've  had  the  Heritage 
Fund  for  close  to  twenty  years. 
It  was  set  up  in  the  days  when 
Alberi^  was  booming  and  we 
had  more  money  than  we 
needed  to  spend.  The  other 
important  idea  behind  the 
Heritage  Fund  had  to  do  with 
Alberta's  non-renewable  oil  and 
gas  revenues.  When  the  Fund 
was  set  up  in  1976,  people 
understood  that  our  oil  and  gas 
resources  would  not  last 
forever.  Was  it  right  to  use  all 
of  the  benefits  from  those 
resources  or  should  we  set 
some  aside  to  benefit  our  kids 
and  their  kids?  The  answer  in 
1976  was  "let's  set  some  aside 
for  the  future  and  use  it  for  the 
long  term  benefit  of  our 
province."  30  percent  of  oil  and 
gas  revenues  were  initially  set 
aside  in  the  Heritage  Fund. 

But  since  1982,  we  faced  a 
drop  in  resource  revenues  and 
all  of  the  income  earned  by  the 
Fund  has  gone  into  the  general 
revenues  of  the  province  to  help 
pay  for  education,  health  and 
other  government  programs. 
Since  1987-88,  none  of  our  oil 
and  gas  revenues  have  gone 
into  the  Fund.  The  Fund  has 
stopped  growing,  all  of  its 
income  is  being  spent  and  its 
total  value  is  dropping  because 
new  projects  cire  being  funded. 

So  what  do  we  do  with  the 
Fund  now?  Do  we  still  think 
it's  important  to  set  aside  some 
of  our  oil  and  gas  revenues  to 
benefit  future  generations  of 
Albertams?  Or  should  we  spend 
those  revenues  now  to  address 
our  immediate  financial  needs 
and  pay  off  our  debt? 

Some  argue,  as  they  did 
back  in  1976,  that  oil  and  gas 


revenues  are  non-renewable 
and  shouldn't  aU  be  spent  by 
today's  Albertans.  We  should 
stick  with  the  original  intent  of 
the  Heritage  Fund  and  invest 
the  money  to  meet  long  term 
goals.  Others  argue  that  oil  and 
gas  revenues  aren't  much 
different  from  anything  else  we 
own.  With  the  debts  we  owe,  it 
makes  no  sense  to  add  to  a 
savings  account  when  we 
should  be  paying  off  our 
mortgage.  We  should  take  the 
external  Heritage  Fund  assets 
of  almost  $7  billion  and  sell  the 
investments  to  pay  down  our 
debt.  Finally,  there  are  those 
who  think  we  don't  need  to  save 
future  oil  and  gas  revenues  but, 
at  the  same  time,  we  have  no 
right  to  use  Heritage  Fund 
money  to  pay  down  the  debt. 
The  savings  we  have  in  the 
Heritage  Fund  are  about  right 
for  the  long  term.  A  portion  of 
non-renewable  resource 
revenues  should  be  used  to  pay 
down  the  debt.  At  the  same 
time,  the  Heritage  Fund  should 
be  refocussed  and  invested  for 
the  long-term  benefit  of  future 
Albertans. 

These  are  tough  choices. 
Let's  try  to  simplify  the  issues. 


Imagine  you  have  a  mortgage. 
It's  a  substantial  mortgage  but 
you  have  in  place  a  long  term  plan 
to  pay  down  your  mortgage  and 
you  can  manage  the  monthly 
payments  although  they  are 
substantial.  You  make  major 
changes  to  your  business  and  the 
results  in  the  first  year  are  very 
positive.  You  have  a  savings 
account  but  for  several  years,  you 
haven't  been  able  to  add  to  it  and 
the  interest  on  your  account  is 
helping  you  pay  for  your  day-to- 
day business  expenses. 

Let's  say  that  for  the  first  year 
of  your  new  business,  you  make  a 
substantial  profit.  Here's  the 
dilemma  you  face.  Should  you  (a) 
use  the  profits  to  pay  down  your 
mortgage?  (b)  set  aside  some  or  all 
of  those  profits  in  a  savings 
account  knowing  you  have  a 
mortgage  payment  plan  in  place 
and  in  future  years  your 
company's  profits  could  be 
substantially  less  or  you  could 
even  lose  money? 

This  is  the  dilemma  we  face 
with  Alberta's  debt  and  the 
Heritage  Fund. 

Think  about  that  dilemma  and 
consider  which  of  the  following 
options  you  would  prefer  for  the 
future  of  the  Heritage  Fund. 


Keep  a  Heritage  Fund 


Use  the  Heritage  Fund  to 
pay  down  the  debt. 

In  simple  terms,  this  means 
we  use  up  our  savings  account 
to  pay  down  the  mortgage.  It 
supports  the  view  that,  while  it 
may  be  a  nice  thought  to  keep 
our  savings  for  the  future,  the 
reality  is  that  we  have  debts  to 
pay  and  that  should  be  our 
first  priority. 


Under  this  choice,  we  put 
in  place  a  plan  for  paying  down 
the  debt  but,  at  the  same  time, 
we  keep  some  money  set  aside 
in  a  savings  account  or 
investment  portfolio  for  the 
future.  Windfall  revenues,  a 
percentage  of  oil  and  gas 
revenues  or  a  portion  of  any 
surplus  the  province  might 


have  could  be  used  for  two 
purposes:  paying  down  the  debt 
and /or  investing  in  the  future 
through  the  Heritage  Fund.  There 
are  a  number  of  alternatives  we 
could  consider,  but,  in  general 
terms,  the  money  would  be 
invested  to  get  the  best  returns  for 
the  province  and  to  contribute  to 
the  longer  term  future. 


What  do  you  think?  Which  choice  do  you  prefer? 


J 


"One  possible  better  use 
for  the  revenue  gained  is  to 
build  up  the  state's  Economic 
Stabilization  or  "Rainy  Day" 
fund.  Prudent  fiscal 
management  calls  for  states  to 
build  up  sizeable  reserves 
during  good  times  so  that  they 
can  fall  back  on  them  when 
the  economy  goes  sour  and 
revenues  do  not  come  in  as 
expected.  No  one  expects 
these  reserves  to  cover  all  the 
state's  needs  during  a 
downturn.  They  can,  however, 
cushion  the  blow  and  delay 
the  need  for  budget  action." 

Breaking  the  Mold, 
Texas  Performance  Review, 


"The  economic 
performances  of  Japan  and 
Germany  during  the  past  forty 
years  teach  the  same  lesson. 
These  countries  focussed  on  the 
economic  "climate"  instead  of  on 
the  economic  "weather."  The 
aim  of  their  economic  policies  - 
to  turn  to  a  different  metaphor  - 
has  not  been  to  make  the 
patient  feel  good.  It  has  been  to 
make  the  patient  healthy  and  to 
keep  the  patient  healthy." 


"If  we  fail  to  seize  this 
opportunity  at  this  moment  - 
our  legacy  to  the  generations 
to  follow  may  be  little  more 
than  a  horror  movie  sprung  to 
life:  Return  of  the  Living 
Debt." 

Against  the  Grain: 
Texas  Performance  Review, 
Jan/ 93 


Peter  Drucker 


Questions  for  Discussion 


Issue  #1:  Making  budget  choices 

We  know  that  Alberta  still  has  a  deficit  and  we  won't  likely  have  a  balanced  budget  until  1996-97. 
And  once  we  balance  the  budget,  it  will  be  difficult  to  keep  it  that  way  on  a  year-by-year  basis. 
But  we  must.  The  Deficit  Elimination  Act  requires  that  we  keep  the  budget  balanced. 

If,  however,  Alberta  has  a  surplus  in  1997-98,  what  would  be  your  choice  for  how  to  use  that 
money? 

1.  Paying  down  the  debt 


2.  Spending  a  portion  of  the  money  to  meet  pent-up  spending  needs  in  priority  areas  and  using  the  rest 
to  pay  down  the  debt 

What  would  be  your  priorities  for  spending? 


3.  Providing  tax  cuts  or  bonuses  to  Albertans 


4.  Other  -  Please  outline  other  suggestions  or  combinations  of  these  options. 


Issue  #2  -  The  debt 


1.  In  issue  #1,  you  looked  at  some  budget  choices  —  what  you  would  do  if  Alberta  has  a  surplus  in 
1997-98.  But  we  all  know  that  something  must  be  done  about  the  debt. 

Which  approach  to  paying  down  the  deht  would  you  support? 

Option  1:  Any  surpluses  go  exclusively  to  pay  down  the  debt 
Comments: 


Option  2:  Use  the  Heritage  Fund  first 

Comments:  Which  of  the  other  options  would  you  use  in  combination  with  the  Heritage  Fund? 


Option  3:  Set  a  fixed  annual  payment  for  the  debt  and  use  additional  funds  for  other  purposes 

Comments:  What  would  you  prefer  to  see  the  remaining  surplus  used  for? 

responding  to  spending  pressures 

giving  tax  breaks  or  bonuses 

building  up  a  savings  cushion 

investing  in  Alberta  to  improve  competitiveness 

Option  4:  Other 


2.  On  page  25,  we  described  three  kinds  of  debt:  total  liabilities,  net  debt  and  accumulated 

overspending.  They're  all  part  of  the  same  problem,  but  which  kind  of  debt  should  we  target? 


Issue  #3  -  The  role  of  the  Heritage  Fund 

Given  what  you  know  about  the  Heritage  Fund,  what  role  would  you  prefer  for  the  Fund  in  the 
future? 

Choice  1 :  Use  the  Heritage  Fund  to  pay  down  the  debt. 
Comments: 


Choice  2:  Keep  a  Heritage  Fund. 
Comments: 


Notes 
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